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1. FOLLOWING ADDITIONAL INFORMATION ON VENEZUELA'S PLAN TO TAKE 
ABOUT 100,000 B/D OF ITS ROYALTIES IN OIL, RATHER THAN CASH, WAS 
OBTAINED FROM SOURCE IN MINISTRY OF MINES AND HYDROCARBONS. 

2. VENEZUELAN GOVERNMENT HAS NOT YET DECIDED TO WHICH COUNTRIES 
IT WILL MAKE THIS OIL AVAILABLE, BUT SOURCE EXPECTS THAT DECISION 
WILL BE BASED ON STUDY OF NEEDS OF POTENTIAL RECIPIENTS, WITH OIL 
BEING SUPPLIED TO NEEDIEST CASES. PROBABLY THERE WILL BE 

SOME ELEMENT OF PRICE PREFERENCE INVOLVED IN THAT VENEZUELA 
WOULD SELL THE OIL AT ITS COST (AMOUNT IT WOULD HAVE RECEIVED FOR 
THE OIL IN TAXES AND ROYALTIES IF IT HAD LEFT THE OIL IN THE HANDS OF 
THE OIL COMPANIES). SAVING TO BUYERS WOULD BE AT MOST EQUAL TO 
PROFIT OIL COMPANIES WOULD OTHERWISE HAVE EARNED ON THIS OIL, 

AND MIGHT BE SOMEWHAT LESS IF VENEZUELAN STATE OIL COMPANY IS 
ALLOWED TO EARN SOME PROFIT ON SALES. 

3. MINISTRY IS NOW WORKING ON KINDS OF OIL TO BE TAKEN. GOVERN- 
MENT WILL NOT, ACCORDING TO SOURCE, TAKE PROPORTIONAL SHARE OF 
EVERY CRUDE OIL IN VENEZUELA, BUT WILL BE SELECTIVE AS TO TYPE. 

TYPES SEMOCTED, HOWEVER, WILL BE BROADLY REPRESENTATIVE OF RANGE 
OF VENEZUELAN CRUDE OILS AND WILL NOT BE LIMITED TO BEST TYPES. 
MINISTRY RECOGNIZES THAT MOST POTENTIAL BUYERS IN CENTRAL AMERICA 
USE RECONSTITUTED CRUDE OIL, BUT THEY WILL HAVE TO SETTLE FOR TYPE 
OF OIL VENEZUELA WILL HAVE AVAILABLE UNDER THIS ROYALTY OIL SCHEME 
IF THEY WISH HELP FROM VENEZUELAN GOVERNMENT. 

4. SOURCE IN SHELL PETROLEUM BELIEVES THAT REAL INTENT OF VENEZUELAN 
GOVERNMENT MAY NOT BE TO HELP CENTRAL AMERICAN COUNTRIES NEEDING 
OIL BUT TO OBTAIN SUPPLY OF OIL THAT COULD BE MOVED THROUGH 
VENEZUELAN GOVERNMENT CHANNELS TO ASSURE SUPPLIES OF SCARCE 
IMPORTED RAW MATERIALS. SHELL SOURCE BELIEVES, FOR EXAMPLE, THAT 
DEAL WITH JAPANESE IS UNDER CONSIDERATION INVOLVING EXCHANGE OF 
40,000 B/D OF CRUDE OIL FOR VARIOUS STEEL PRODUCTS. 

MCCLINTOCK 
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